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ABSTRACT 


This article attempts to assess the impact of Corona pandemic on businesses with particular 
reference to Agriculture and Food processing industries in MSME sector in India and tracing 
the possible recovery in terms of recreating the lost demand in domestic as well as in 
international markets. The industries were caught unaware to face the challenges of disruption 
with sudden announcement of lockdown and the resulting consequences. Industries in MSME 
sector depends on the functioning of large processors as their support and contract 
manufacturers as well as on their limited market opportunities which they have developed. 
During pandemic both collapsed. With the drastic reduction in consumption expenditure and 
disruption in supply chain coupled with the severe cash crunch, MSME sector has suffered the 
most. While the impact of COVID-19 on food and agricultural sector was less when compared 
with other sectors but even in this sector for MSME it was devastating. This article attempts to 
trace the reasons and estimating the magnitude of the impact and the possible way forward. 
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INTRODUCTION 


Food industry is largely in unorganised sector processing the seasonal surpluses to produce 
value added products for domestic and international market.Indian food processing industry is 
dominated by large numbers of small scale and MSME processors who have limited resources 
and low level of technology adoption. 

Agricultural & Food Processing and allied activities has been impacted by Corona pandemic 
and meat and poultry sector is hit severely which is the fastest growing sector of agricultural 
eco-system where we have already created a foothold in global market. India is the third largest 
producer of eggs and fifth largest producer of broilers and this sector is said to have incurred 
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losses to the tune of INR 150-200 crores every day during pandemic which again is 
compounded by the social media spreading misinformation linking corona virus infection with 
the consumption of meat and poultry resulting in demand disappearing and price crashing to 
INR 10-15 per kg when production cost was around INR 70 per kg. The meat, poultry and 
marine processing industry has been affected due to logistics restrictions. Fishing vessels were 
not able to go for deep sea fishing which was banned to avoid large gatherings. 


In addition, prices of other food grains including soybean, maize etc. also experienced a steady 
decline during peak pandemic period. (Baisya, R.K. August-2020). 


The prices of fruits and vegetables have risen due to limited availability as well as for restricted 
movement of goods. The edible oils in India is largely (70%) dependent on imports which also 
got disrupted. The perishable raw material was not processed due to shortage of labours. During 
mango season, processors were having shortage of labours due to large scale migration of 
temporary work force working in MSME sectors and at the same time processors did not get 
any confirmed order of mango pulp which is almost fifty percent of the activity of the fruit and 
vegetable processing units. 


The year 2020 was particularly good for mango production but processors could not take 
benefit out of it. In the mango season, processors were desperately trying to start processing of 
mangoes to meet their commitment. And they have been airing several types of issues that they 
were facing starting from non-availability of labour, high labour cost, transport cost and 
restriction on their movement, cost of raw materials, operational issues to comply with various 
kinds of government’s stipulations and compliance related to corona pandemic. 


During last mango season processors did not get supply of raw mangoes to be processed. Those 
who could get, quantity was not sufficient to run the plant even one shift in a day when in 
mango season plants normally run round the clock in three shifts for three to four months. In 
case of large processors, migrant workers stay within the factory premise or in close vicinity. 
But this year there were no workers available. (Baisya, R.K. June-2020). 


The various categories of processed food like fruit juices and pulps, ready to eat food products’ 
sales drastically dropped resulting in closure of small retail and grocery outlets in 
neighbourhood. 


The Supply chain got disrupted during lockdown which has hampered the movement of stock 
during pandemic and large stocks of processed food got spoiled and became unfit for human 
consumption due to expiry of the stock adding to already mounting losses. The nonavailability 
of workers became a major cause of disruption at different stages of the value chain. Even large 
processors have faced decrease in demand both in domestic and international market. 


When lockdown was abruptly declared without any plan, cash inflow suddenly stopped for all 
industries big, small, and tiny included. A large part of them will have to down their shutters 
now. Govt earlier gave two shocks to industries by introduction of GST and Demonetisation 
which was manmade and now COVID 19 which is said to be not manmade although 
controversy still persists. (Baisya, R.K. January-2021). 


The production and distribution halted almost instantly without any possibility for industry to 
plan it out and that created a shock in the processors planned schedule and commitment. A pre- 
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warning by couple of days possibly would have reduced the suffering of millions of migrant 
work force and consequently the impact on industries. 


Acute shortage of trained temporary workforce and impact of other factors 
on cost of goods 


The food industry engages temporary workforce in season through contract route constituted 
mostly by migrant work force. After years of working in the same industry these workers have 
got trained to deliver the expected productivity level of the industry. Now that trained migrant 
workers are gone and they will not come back in near future, industry has to manage with 
untrained workforce and their availability and numbers are also uncertain. The wages will go 
up and the cost of processed food will also go up. Industry will not get sufficient time to plan 
for processing and packaging of seasonal fruits which are largely exported in bulk either as 
fresh or as pulp and juice —both canned and in aseptic bags in concentrated form. Exporters 
have not been able to contact their buyers for their requirement in this uncertain situation when 
both buyers don’t have a fix on their requirement as they themselves are also impacted by 
corona pandemic and processors also have no clue about the cost of the product under new 
situation when cost of product is likely to go up due to higher labour wages, input material cost, 
utility cost as well as increase in transport cost. And on top of all that there will be incremental 
costs for providing protection for safety and health of the employees and customers. The 
situations therefore, are totally fluid and it is difficult to conclude the deal in international trade 
where risk is much higher for non-performance of the contract. Our manufacturer exporters are 
therefore, going through the uncertain phases. The impact will be so severe that such things 
have never been experienced by industries ever before. 


Most of the processors have been facing severe cash flow problem and they were waiting for 
the government’s help to tide over this difficulty. But stimulus package of the Govt as 
announced have nothing much for the food processing industry to rejoice about.(Baisva, R.K. 
July-2020). 


There are large industries which operate on a contract manufacturing system. Even some of the 
big volume brands like say Parle G are produced on contact manufacturing plants and there 
will be increased pressure on those companies to keep control of new norms of safety and 
quality. Some of these will be regulator driven and the rest will be consumers driven. But one 
thing is sure that processors have to evaluate these criteria seriously and take measures so that 
they can make those claims to convince their consumers that they are making new standards 
and implementing those with all seriousness to make their product well differentiated from the 
rest which can help them to grow faster than the rest and regain lost market share. It has to be 
seen how smaller players will gear up to this new challenges to ensure their growth and 
survival. The food businesses will not be as usual any longer in post pandemic period. (Baisya, 
R.K. January-2020). 
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Impact on Food & beverage industry 


During pandemic, food & beverage manufacturers have faced significantly reduced 
consumption as well as supply chain related issues. Consumers indulged in panic buying to 
overstock for fear of scarcity in addition to supply chain derailment. 


The supply of raw materials, food ingredients and other input materials to the manufacturing 
sites has been also seriously affected, which in turn has hampered production forcing 
processors to discontinue manufacturing operations. Besides, availability of manpower in the 
time of social distancing has been yet another major constraint. As a consequence of all these, 
the food & beverage manufacturers have suffered a 22 percent loss in sales revenue globally 
according to a study by French trade group ANIA suggests. (Batch Master ERP. 2020, 
December 30).In India, being a tropical country, 45% of the beverage sales take place in peak 
summer months and the entire summer season was lost due to pandemic and the loss of revenue 
in this sector was much higher over 50%. 


The domestic consumption of these products has reduced drastically for the reason that 
consumers became sceptical about the consumption of these discretionary food products. 
Besides, there is an unusual concern and awareness of health and hygiene which has impacted 
some of the product categories. In- home consumption was happening through ecommerce 
retail stores like Big basket, Grofers etc, which kept the supply line open although they have 
limited reach. But the out-of-home consumption, which traditionally generates the higher- 
margin, has come to a standstill. 


Post Lockdown Scenario 


The lockdown has now been relaxed and withdrawn in phases. The objective is to start the 
economic activities slowly and gradually. Railways and Airlines have resumed services but 
occupancy is still very low. Industries preparing for resuming production. Food industry has 
suffered loss of sales to an extent lesser when compared with other categories of industries. But 
that is valid for primary and basic foods. As such there were significant loss of revenue for 
processed food and food service industries largely for disruption in production and distribution 
of goods and services. 

The year-end sales during the last month of the financial year 2020-21 normally represents 
about 20% of the annual sales that is budgeted to be sold in the month of March itself, the 
closing month of the year and that got lost because of the restricted movement of stocks and 
non-functioning of the channel partners. During year end, businesses normally announce many 
discounts and promotional schemes to push stock in the trade. Same is the case during festival 
season. The festival season sales also plummeted due to poor consumer demand. In MSME 
sector, many small processors have already closed down permanently and many others are 
struggling for survival. Those who are supported by large processors will have a little higher 
level of sustainability.(Baisya, R.K. November-2020). 


Industry learnt New Lessons from Pandemic 


The year of pandemic has given the food processing industry a lot of hard lessons which has 
changed the perception about the products and services which needs to be taken into 
consideration to decide the future direction of the business categories that they own. In many 
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countries, food products have been considered as essential items and food stores were kept 
open every day following some guidelines during lockdown periods. In the days of disruption 
the old ball games do not work and new rules and practices take precedence over established 
understanding of the consumers. 


Although pandemic is still not over even if vaccines are developed and new cases of infection 
and deaths are declining in numbers in India. But what is happening in UK and other countries 
in Europe and USA can happen elsewhere as well. Food processing industry has to focus on 
future strategies and draw up plans for managing the business for performance. As consumer 
perception has changed about processed food, their consumption and purchase behaviour will 
also change and that will dictate the product formulation, quality, standards of operating 
practices as well as the gross margin of the products that processors will sell. 


For consumers, the pandemic seems to have strengthened their concerns about product safety 
as well as employees’ health. According to a study carried out by Mckinsey, 20-25% consumers 
in developed markets are researching on food brands and products before they take decisions 
to purchase. And key considerations are if the product is safe and healthy, is the packaging 
hygienic and welfare of the employees which stood as top decision making considerations. 
And in emerging markets where these figures even exceeds to 40%, 35 % and 45% of 
consumers in India, South Korea and China respectively which would mean that concerns in 
emerging markets are much greater on the similar criteria. This is quite significant that in India 
40% of the consumers’ buying decisions are now based on new criteria and considerations 
where hygienic packaging and employees welfare and health stood as the top most important 
criteria. (WcKinsey & Company, Feb 2021). 


New Food Safety Standards post pandemic and Compliance to new 
standards 


The food safety standards will also undergo changes keeping in mind the new perception of the 
consumers with regard to quality and safety and employee welfare criteria. This itself will pose 
serious challenges to many processors and more so to MSME sector who have limited resources 
and low level of technology adoption hindering the need of adjustments to the changing 
scenario. The product quality and safety will also dictate the product composition and 
formulations. Many large companies are also reviewing their product compositions in the light 
of new expectation of the consumers and also based on new knowledge on the subject and latest 
scientific literatures. Many processors in India have to relook at their products and formulations 
in terms of new realities. That itself is a challenge which is unique to food processing industry. 


In US, specific social issues have emerged. The survey of US Centers for Disease Control and 
Prevention revealed that a certain ethnic group working in meat industry accounted for 87 % 
of confirmed Covid cases in meat processing plants between April and May during pandemic. 
(Dyal, J. May-2020) 


In view of these findings and as a result of the pandemic induced scrutiny on social belief and 
practices of companies, it is now generally believed that food processing industry is unlikely 
to maintain the pre-pandemic operational status quo. The only way forward it seems that food 
processing companies will be seen to follow different price structure and also product standards 
and also even discontinuation of certain products altogether. Some of these changes are likely 
to be driven by Government agencies and regulators, seeking to limit the spread of contagious 
diseases. For example, The German Federal Government has already announced a ban on 


21 


International Journal of Project and Technology Management, Volume 3, Isuue 2, September 2021 


contract and temporary workers at meat processing plants from January 2021 which will force 
meat processors in Germany to directly employ all staff and workers at much higher cost 
reflecting a different pricing of the product and that also can impact business volume. This ban 
has come into force based on the suggestion by the European Federation of Food Agriculture 
and Tourism Trade Unions. In Netherland also similar move is on the cards where trade unions 
are demanding direct employment of workers engaged in food processing. (Overton, A., 
November-2020) 


The imperative of this requirement for adhering to enhanced regulatory guidelines, businesses 
and brands pursuing growth will be required to differentiate on these social factors positively 
to gain market share. Large companies and MNCs are evaluating these new pandemic related 
parameters. Some companies are also seen taking proactive actions such as fitting hospital 
grade air filter in the ventilator and air handling unit and even some companies have voluntarily 
reduced the working hours in a shift and implementing social distancing convention for 
workers. 


The impact of all these will be that the companies will inevitably face increased operating costs, 
squeezed margins and unused capacity for an indefinite period on the top of the prospect of 
workforce shortages as migrant workers remain at home due to travel restrictions. The 
technology adoption in processed food industry has long lagged behind, but other consumer 
goods sector has already adopted advanced technology such as robotic automation. However, 
these changes may stimulate transition for food processing industry also. But it is not going to 
happen soon because of huge investment and requirement of skilled workforce. Besides, it will 
also reduce employment. 


Agriculture Sector delivered higher GVA 


The quarter | performance in terms of GVA (Gross Value Added) by Agriculture, Forestry and 
Fishing sector for the financial year 2019-20 and 2020-21 have shown growth. This is the only 
sector which has shown growth during pandemic as can be seen from data in Table 1 below: 


Table 1: Sectoral GVA for Quarter 1 (April-June) FY 2019-20 and 2020-21 at 2011-12 
prices 


2019-20 (Rs 2019-20 2020-21 (Rs_ | 2020-21 
crores) crores) 
GVA at | Quarter 1 Share of Share of} % Growth 
Basic Total Quarter 1 Total GVA 
Prices GVA (%) 
(%) 
439842.6 13:3 454657.9 17.8 3.4% 


Source: Ministry of Statistics and Program Implementation, Govt of India, 


The percentage share has increased in quarter | of 2020-21 from 13.3 % to 17.8% but that has 
to be seen for the reason that all other sectors registered a negative growth rate. The fact that 
Agriculture, Forestry and Fishing sector has registered a growth rate of 3.4% has really helped 
the Indian economy. Thanks to our farmers who really delivered. But in spite of that food 
processing industries have not performed in domestic market and also in export of processed 
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foods? All categories of processed food have registered significant decline. (Taneja, G., & 
Zaidi, A. July-2020). 


As per the figures available during FY 20 till February 2020 India exported Basmati Rice worth 
USD 3.88 billion, buffalo meat worth USD 3.01 billion and non-basmati rice worth USD 1.84 
billion and during FY 21 till October 2020 basmati export was reported as USD 2.43 billion, 
non-basmati rice worth USD 2.33 billion and buffalo meat worth USD 2.71 billion and other 
processed foods worth USD 2.71 billion during the FY 20. 


Indian agricultural, horticultural and processed foods are exported to more than 100 countries 
and regions including Middle East, South East Asia, SAARC countries, the EU and the US. 
During pandemic the export performance has in fact declined in spite of the fact that in terms 
of GVA the sector showed a real term growth of 3.4%.(Baisva, R.K. December-2020). 


Ministry of Commerce and Industry, Govt of India introduced Agricultural Export Policy , 
2018 with an objective to double the farmers’ income by 2022 by doubling the agricultural 
exports from the country and integrating Indian farmers and agricultural products to the global 
value chain. The export of agricultural products was targeted by the Govt to formulate its policy 
to achieve export of USD 60 billion by 2022. Keeping that in view the Government had also 
introduced new set of farm bills which is currently being opposed by the farmers. The readers 
can easily see the gap between the actual performances in export of agricultural products which 
is hovering at USD 29 billion. In FY 20 till January 2020 exports of agricultural and processed 
food products reported to be worth USD 28.94 billion which is only the halfway mark of the 
projected figure of the Govt for FY 2022. This will be obviously not achievable. 


Some of the agricultural commodities including pulses and also in terms of milk and buffalo 
meat production we are the largest producer in the world but we cannot compete. Pulses like 
chickpeas and kidney beans we still import as imported price even after paying high custom 
duty, can compete with local producers which means that domestic farmers still needs 
protection , otherwise imported products can easily come and compete in Indian markets. More 
so, by the countries like Vietnam etc. with whom we have Free Trade Agreement (FTA). For 
the milk and meat export also we are not competitive against Australia and New Zealand. We 
need to improve the export competitiveness of all these products. Our farmers are putting in 
hard labour and even in pandemic they have shown increased performance when compared 
with other sectors that have shown a steady decline. But their income level is not growing in 
real terms. As farmers cannot get higher price in International market, the only way to increase 
income is by improving productivity. In domestic market also the prices cannot be increased 
as it will make processing industry un-competitive and that hinder the growth of the processing 
industries. We need improved farm management practices to grow. Way to Recovery 


Needs New Strategic Direction 


All major categories of processed food industry have suffered significant losses and decline in 
performance during Corona pandemic due to decline in demand and disruption is supply chain. 
However, all disruptions and challenges also bring new opportunities along with it. Once the 
dust settles, the processors will find it imperative to innovate and change with time to remain 
relevant. New strategies for survival and also to regain the lost opportunities will be: 


* Review the existing product portfolio and rationalise the products and SKUs 
* Revisit the current sourcing strategies and evaluate alternative suppliers in view of new 
criteria of sourcing requirement 
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¢ Evaluate alternative distribution routes, channels and strategies 

* Explore and optimize e-commerce and distribution network 

* Organise-wide cost management initiatives to reduce cost of operation 

* Revisit pricing and promotional strategies 

* Strategies for regaining the lost customers 

* Assess the existing supply chain agility and how to make it more resilient 
* Review the crisis management system and emergency response plans 


Customers may have switched to alternative products or even to competition. Some of the 
competitors may have even changed the food habits. Some have even moved to natural and 
organic foods from processed foods. So challenges are significant. 


In difficult times like this, businesses need both innovation and financial resources to regain 
the lost ground which most of our MSME players don’t have. There are large numbers of 
MSME in food processing sector who have closed their shutter. Most of them will not be able 
to start again. Small vendors including road side restaurants and dhabas have also closed down. 
The food retailers and neighbourhood stores have permanently closed down and their owners 
returned to their home state not to come back again. They therefore, will take longer time to 
get back to their pre-pandemic positions. The worst sufferers from pandemic would be MSME 
sector across categories of food industries. Those who have survived will take long time to get 
to pre-pandemic level. Industries which are dependent on international market will take still 
longer. 
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